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Appraisers Faulting Pressure to Inflate Value

by Jenni Bergal

Inanideal world, real estate appraisers are supposed to
provideanindependent opinionof ahome svalue,
withoutinterferencefromlendersor real estateagents,
but avocal and growing number of apprai sersnation-
wide, say that’ snot theway thingsareworking.

A national grass-rootspetitiononthelnternet signed by
morethan 6,000 apprai sersclaimsthat mortgagelenders
andreal estateagentsincreasingly put pressureonthem
toartificialy inflatethevalueof homes—anethica and
licensing violationfor apprai sers—sothat dealscan be
closed. Thepetition, whichisbeing sent to stateand
federal regulators, demandsthat |endersbe held respon-
siblefor putting undue pressureon apprai sers.

Sodoesabill sponsored by anIllinoiscongresswoman
and supported by appraiser’ sgroups such asthe Ap-
praisal Institute. Thebill woul d establish penaltiesagainst
lenderswho coerceor intimidate apprai sersinto chang-
ingtheir valuation of real estate. AndinFlorida, theReal
Estate Appraisal Boardisproposinglegidationthat
would makeit asecond-degree misdemeanor to put
such pressure on apprai sers.

Thepetitionsignerssaidthat if they refusetoraisevalues
or guarantee apredetermined amount, many won'’t be
rehired, or they won't get paidif they don’t comeup
with anumber thelender wants. Honest appraisersare
blacklisted and ‘ rubber stamp’ appraisersareusedin
their place, thepetitionalleges. Appraiserssay this
pressure occurs because lendersand real estate agents,
who are paid on commission, want to make surethat a
deal doesn’t collapse. That can happenif the appraiser
comesintoo low, forcing the buyer to comeupwith
more cash than hecan afford.

“We reunder pressureall thetimeto bringhomesinfor

valuesthat really aren’tright for theowner, justtohelp
the mortgage broker makethe deal work,” said JoAnne
Glantz, anappraiser whosignedthepetition. Glantzsaid
that while most of thelenders sheworkswith now don’t
crosstheline, inthe past she hasbeen hired by “ numer-
ouscompanies’ that have dumped her because she
won't agreetoinappropriately increasethevalueof the
home. “They don'tliketheresult, they throw itinthe
garbage, and hire someone el seto do anew onethat
they like. Y ou can make more money asacrooked
appraiser than asan honest one.”

Glantz and other appraiserswarnthat whenahome's
valueisartificialyinflated, thehomebuyer endsupthe
loser. Hemight haveahomethat isn’t worth what he
bought it for. Orif heneedsto sell thehouseinayear
or two, hemight not be ableto sell it for what he owes
onit. “Itisamajor, big-timeproblem,” said Sam
Blackburn, president of the AARO. About 82,000 real
estate appraiserswork inthe United States, themajority
of whom concentrateonresidential properties,

Blackburnsaid. _
continued on page 2
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Appraisers Faulting Pressure

continued from page 1

Appraisersstudy ahome’ ssaleshistory andinspect and
measuretheproperty, evaluatingitscondition, bothinside
andout. They alsocompareitwithsimilar propertiesin
the market areathat have been sold or arelisted or under
contract, todetermineitsvalue.

Appraisers, who are hired by lenders such asmortgage
brokersor loan officers, chargeaflat feefor their ser-
vices, usually about $275-$300. A set of national uni-
formstandardsprohibitsthemfromaccepting compensa-
tiontoreport apredetermined value or changethevalue
tofavor aclient, it’ suptotheindividual statesto disci-
plineapprai serswhoviol atethosestandards.

Appraiserssay they are pressured by some
lendersand real estate agents, who work
on commissionand need to get
theloan closed quickly. Lend-
erswill makealoan based only
ontheappraised value or the sales—"
priceof ahome, whicheverisless. =
Mortgage brokersand real estate agents
havevery strong lobbyinggroups. They
makesurethereareno safeguardsbuiltin,
Blackburnsaid.

I

Mortgage brokers, bankersand real 3 &
estate agents agreethat appraisersshouldn’t face coer-
cion and say they want to ensureit doesn’t occur.

“Wecannot condoneany pressureon any professional
involvedinthemortgageprocesstogoagainsttheir
professional standards,” said Joseph L. Falk, president of
the National Association of Mortgage Brokers. “Noone
should place undue coercion or burden onthe appraisers.
That corruptsthesystem.” Falk, pointsout, however,
that there’ snothingwrongwithlendersquestioning
appraisersabout their work or their numbers, whichis
common practice.

Falk said he hasnot heard about any inappropriate
pressure on appraisersto come up with acertain value or
risk being blackballed. But he said hewouldwork with

appraiser’ sgroupsto seek solutions*if thereisaper-
ceivedproblem.”

Joseph Pigg, senior counsel for the American Bankers
AssociationinWashington, saidthebankingindustry
supports effortsto make sure appraisersare not being
pressuredtoinflaterates. “ Thisdoesn’t servethebank.
If theproperty isnot worthwhat it’ sbeing claimedit’'s
worth and you loan money on that, there may not bethe
security to back up theloan.”

| solated Cases? Pigg said that whilemany traditional
bankshold ontoloans, mortgage brokersaremiddiemen
who look for lendersto fund theloan, thenwash their
hands of it. The brokersnow represent about 70% of the
mortgagel oan businessnationwideaccordingtofederal
statistics. Pigg saidfor mortgagebrokersit may beintheir
bestinteresttoinflatethevalueasmuchaspossible:
becausethey are paid acommission based on the size of
theloan.

Theappraisersallegethat thesameistruewithreal estate
agents, but Cathy Whatley, first vicepresident of the
National Associationof REALTORS®, said her group
doesnot condoneany of itsmembers putting undue
pressure on appraisers. “Inevery typeof business, you
will haveisolatedinstanceswheretherewill becomplaints.
| don’tthink it’ sapattern.” Whatley noted that in some
areas, buyersareready and willing to pay morethanthe
appraised value becauseit’ sahot real estate market and
thereislittleavailableproperty. Shesaidthat although
real estateagentsmight ask appraiserstore-evaluatetheir
figuresor disagreewiththeresults,intheend, it’ sthe
appraiser’ sdecision and they accept it. “Froma REAL-
TOR® side, itisnot about commission, itisabout serving
customersandclients.”

Complaint L etter sSam Blackburn (president of AARO)
said dishonest apprai sersinflateahome’ svalueby using
comparablevaluesthat areinappropriate, such asthose
fromadifferent neighborhood, or fail to makeproper
adjustmentsfor locationandsize. “It’ seasy to catch
them. But there hasto beacomplaint first, beforea
regulatory boardwill go after them, and themortgage
companiesand banksand real estate agentsaren’t going
toturnanybody in.” Henoted that many complaintsto
regulatorsend up coming fromhomebuyers. “Wehear
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fromthem after they havekept thehousefor six months
or ayear, then get divorced or change ajob and haveto
sell andthey can’t get nearly what they paidforit. They
end up selling at aloss, and oftenthey areforced into
foreclosureor bankruptcy.”

Buddy Johnson, director of theFloridaDivision of Real
Estate, said the stateregul atory board that overseesthe
licensing of thestate’ s 7,237 appraisershasreceived
complaintsfrom apprai sersabout unduepressurefrom
lenders. Hesaid hedid not have statisticson the exact
number, however.

PatriciaBirch, chairwoman of theFloridaReal Estate
Appraisal Board, said the panel getsat |east onesuch
complaint letter every other month, and said shehears
many morecomplaintsat appraisers meetings. Shealso
said the state does not break out the number of disciplin-
ary actionstaken against apprai sersfor falsifyinghome
valuesbecause of lender pressure. Inthefiscal year
endinginJune2001, the statereceived 305 complaints
against gppraisersfor activitiesrangingfromviolating
boardrulestousingfraud or deceitintheir profession.
“When there has been an obvious attempt by an ap-
praiser to become part of afraud scheme, the board
takesitvery serioudy,” Birchsaid.

JamesVenney, aMiami appraiser, said hefeel slender
pressure at |east once aweek, particularly frommort-
gagebrokers. Venney said he haslost 12-15 mortgage
broker clientsover the past five years because he has
refusedtocavein. “I’mnotwillingtojeopardizemy
license,” saidVenney, “ sothey gofind someoneelse.”

Robert I pock, thefirst appraiser inthe country tosign
theonlinegrass-rootspetition, whichwasput together by
several appraisers, states, “it’ samajor issue becausethe
honest, ethical, competent apprai serisgoing by the
waysideduetolender pressure” said I pock, from
Gastonia, NC. Ipock and other appraisers admit that
some of their colleaguesareal soto blame, becausethey
arewillingtoviolatetheir own ethicsto get thework.
“Certainly, weneedtocleanuptheappraisal industry,
thereisno excusefor an appraiser to bow to thistype of
pressure.”

Printed with permission from the South Florida Sun Sentindl,
August 26, 2001

Changing Requirements
For USPAP Course
Attendance

[Theseruleshavebeenformallyproposedbutarenotyetadopted. They
areprovided inorder for appraisers toanticipate theireducational
requirementsandplanaccordingly.]

The Appraisal Qualifications Board has developed new
requirements for USPAP training courses. BeginningJanuary 1,
2003, allindividuals seeking initial licensure or certification must
take the new 15-hour National USPAP Course as part of their
requirements to become licensed and/or certified. *

Until December 31, 2002, individuals seeking initial
licensure or certification may take eitherthe 15-hour National
USPAP Course or any 15-hour USPAP Course.

Until December 31, 2003 all existing licensed or
certified appraisers may, in order to fulfill the third renewal
period requirement, take either the 15-hour National USPAP
Course, the 7-hour National USPAP Update Course, or any
other 15-hour USPAP course to fulfill the third renewal period
requirement.

Beginning January 1, 2004 all existing licensed or
certified appraisers will have to successfully complete a 7-hour
National USPAP Update Course, at least once every renewal
cycle.*

Each course cited above must include passing a final
exam, except for the 7 hour update (the AQB will likely require
an exam for this course in the near future).

In summary:
2002 New Licensed/Certified appraisers:

The current two-day 15-hour USPAP course,
or, the 15-hour National USPAP course are
required for all new licensed/certified apprais-
ers. Passing either course must include suc-

cessful completion of exam.

Renewal of Existing Licensed/Certified

appraisers:

All appraisers in their third renewal period (5®
and 6" year since the last USPAP class), may
take either the 15-hour National USPAP Course,

continued on page 11
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Utah Agency Targets Inflated Appraisals

By LedeyMitchell
SaltLakeTribunestaff reporter

Norenovationsor additionshad beenmadetotheupscale
Utah County home, but that didn’ t stop aPayson ap-
praiser from settingitsval ueat $360,000-- $70,000 more
than hehad saidthe property wasworthjust threemonths
ealier

Theappraiser, whoultimately agreedto pay
$2,500infinesstemmingfrom
problemswithhiswork, is
among 15whofaceddisciplin-
ary actionsby theUtahDivision
of Real Estateinthefirst quarter ended
March31. If thecurrent paceof disciplinary
actionscontinues, thenumber for all of 2002 could
easily topthe23actionstakenin 2001.

Redltorssay thedisciplinary actions, whichtypically result
infinesof $1,000t0$3,500, represent only afraction of
theunethical behavior andinaccuratework occurringinthe
industry. Their concerns haveledtoanaggressive
campaignby Dexter Bell, director of thereal estate
agency, toreininrogueapprai sers.

Realtorshopethedivision’ seffortswill helpmakeapprais-
alsmoreuseful to consumers, who pay $300to $400for
estimatesof theval ueof homesthey ownor wanttobuy.
Valueisdetermined by factorssuchasaproperty’ sage,
condition, locationand comparablesalesinthearea

“Peopleget an appraisal and expectittoprovidearea-
sonabl eideaof what their homeisworth, but most of the
timetheir homeissimply appraisedattoohighof avaue,”
said JohnHarr Jr., Utah Associ ation of Realtorspresident.
“Many times, there’ ssmply noway wecouldsell ahome
attheappraisedprice.”

I nflated apprai sal saretroubling, giventheimportantrole
thestate’ sapproximately 1,000 appraisersplay inreal
estatetransactions. Appraisersarehired by mortgage
compani esto makesurethat thesal espriceagreed upon
by theseller and buyer of aproperty isreasonableandthat

theproperty isinacceptablecondition. They alsoarehired
todeterminevaluewhenhomeownersrefinancetheir
propertiesor takeout homeequity loans. Ineither case,
theapprai salsaredesi gnedto ensurethehomeowner or
buyer doesnot borrow morethantheproperty isworth.
Thoseintheindustry say ariseininflated appraisalscan
beexplainedby thestate’ ssuggishred
estatemarket.

Intheearly tomid-1990s, thevalue

of homes inmany partsof the Salt

LakeValley rose 5% to 20% each

year. Withsuchhugeincreases,

therewasno pressureon apprais-
erstoinflatevalue.

But today many homesareappreciatingat only 1%-2%
ayear,ifatall.

Atthesametime, demand among homeowners tousethe
equity intheir homesto pay down debt or makemajor
purchaseshasgrown, leadingtoanincreasein second
mortgages. Thehigher theappraisals, themorehome-
ownerscanborrow, leading someunscrupul ouslendersto
pressureappraiserstoinflateestimatessothat |oanclients
canborrow more.

Theproblemisthat many of thesedebt-laden homeown-
erssubsequently owemorethantheir homesareworth
whentheytrytosell.

A homeowner who can sell hisor her homefor $230,000,
for example, but owesatotal of $260,000infirstand
second mortgages, will haveto pay $30,000incashto
their mortgagecompany at closing. They a sowill haveto
pay incashtheir portion of theclosing costsandreal
estateagentcommissions.

Bell saidinflated appraisal screateaviciouscycle. Buyers
who owemorethantheir homeisworthoftenpress
Realtorstoget thehighest possiblepricefor their home.
Agents, inturn, may pressureapprai serstocomeupwith
continued next page
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|dentity Theft

In arecent identity theft investigation, the Utah Division of Consumer Protection became aware that
suspectsareobtaining personal informationfromdumpstersbehind businesses. Whilethishasundoubtedly
been occurring for sometime, itisworth noting that the parti cular suspectsinthiscasewereusinginformation
obtained from a mortgage company. Apparently the mortgage company failed to shred or otherwise
destroy documents containing personal information of mortgage lessees. The suspects stated that the
recordsthey obtainedinthedumpster had names, addresses, datesof birth, bank account information
(including namesof financial institutions, account numbers, and account hol der information), social
security numbers, residence and mortgage history, etc. Thisinformation enabled the suspectsto
easily obtain credit cards via the Internet, which were then used by the suspects to purchase
goods and/or services.

Appraisers. most of you do your business through mortgage companies. Please be aware that thisis happening frequently!
Y ouoweittoyour clientsto protect their information. Check withthecompaniesyouwork withto makecertain personal records
arenot being dumpedwithout being destroyed. Itistheduty of all of usto prevent thistypeof crimefrom continuing to expand.
Certainly we would not like to see additional losses to the organizations, nor would we like to see the individuals whose
information is stolen deal with thistype of tragedy.

Foecial thanks to the Utah Division of Consumer Protection.

No Seals for

Utah Agency . . . continue .
Jgency tinued Licensed

aninflatedvalue. Then, if they arelucky enoughtofind someonetobuy thehouse, A ra | SErsS
that personisstuck with property for which heor shepaidtoo much, andthecycle p p

beginsagain.
Apparantly some State

“Becausehomesaren’ t appreciating, there’ smoreand morepressureon apprais- Licensed  Appraisers
erstocomeupwith avalueto makealoanwork,” said Scott Irvine, aMurray are using seals. Utah
appraiser.“l justwon’tdoit. It’ snotworthlosingmy licenseover onehome.” State Rule
162-106.3.2 states:
But other appraisershavebeenwillingtotakethat risk. “State-Licensed
Appraisers.

A Clearfield appraiser, for example, agreedtopay a$1,500fineearlier thisyear

_ : State-Licensed
after valuingahomeat $121,000. Theappraisal order stated, “ Pleaseget

appraisers ~ may not

$120,000.”

place a seal on an
Disciplinary actionsregarding appraisers—including namesand detail sof what appraisal report or use
issuesledtofinesand other sanctions-- can beobtained fromtheDivision of Redl a seal in any other
Estate at (801) 530-6747. * manner likely to create
Printed by permission from the Salt Lake Tribune, April 25, 2002. the |mpre§3|on.that the

appraiser 1s a

* Thisinformation is available on our website. The addressis: state-certified
www.commerce.utah.gov/dre. Thiswill take you to our home page. Put the arrow appraiser.”

on 'services, then select 'newsletters.” Y ou can then view the disciplinary sanctions
as they appeared in past newsletters. (bold added for emphasis)
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Appraiser Disciplinary Sanctions

BAIRD, CHAD O., State-Licensed Appraiser, Provo. Agreed
to pay a $1,000 fine and not to sit for the certification exam
for at least one year in settlement of a complaint involving an
appraisal he did while he was a registered appraiser. The
complaint alleged that the subject property, which Mr. Baird
called an above-grade rambler, was a “basement home.” The
complaint further alleged that the report was misleading
because it stated that the site had no apparent adverse
conditions when the site actually sloped uphill toward an
irrigation canal and a trickle of water ran downhill through the
site from the canal. Mr. Baird admitted that judgment errors
were made during the appraisal process and that there were
some inconsistencies in the report, which therefore violated
USPAP. #AP01-03-07.

BEXELL, STEVEN C., State-Certified Residential Appraiser,
Ogden, Utah. In settlement of complaints involving three
appraisals, Mr. Bexell agreed to pay a $3,000 fine and to
successfully complete a minimum 16 hour course on the
appraisal of small residential income properties. The Division
alleged that in two of the reports, Mr. Bexell failed to correct
errors and omissions made by a junior appraiser whom he
supervised, and that in the third report he made errors and
omissions related to the utilization of rental and sales data
from an area different from the subject. In mitigation, two of
the reports were completed approximately five years ago and
Mr. Bexell has completed 59 hours of continuing education
since April, 1999. #AP99-08-08.

FILLMORE, MURLEEN W., Sdlt Lake City. Amended Cease
and Desist Order issued January 4, 2002 prohibiting Ms.
Fillmore from acting as an appraiser for compensation with
respect to Utah properties without an appraiser license or
certification, including testifying in any official proceeding
before a county board of egualization or the Utah State Tax
Commission. #AP01-11-02.

FITCH, BRADFORD C., State-Certified Residential Ap-
praiser, Sandy. In settlement of three cases, Mr. Fitch
agreed not to supervise or sign for any other appraisers, or to
supervise unclassified appraisers earning points for licensure,
for two years beginning June 26, 2002. He also agreed to
pay a $3,500 fine and complete a USPAP course. Mr. Fitch
violated USPAP by failing to properly train and supervise
three registered appraisers for whom he signed. He specifi-
cally denied that he participated in any plan to inflate the
valuation on the reports involved in the investigations.
#AP98-06-21, #AP01-05-19, and #AP01-10-22.

\

A

S

GRIEVE, THOMASH., State-Certified Residential Appraiser,
Cedar Hills. Inlieu of continuing to respond to the Division's
investigation of complaints, Mr. Grieve surrendered his
appraiser certification effective March 27, 2002, and agreed
not to apply for a new appraiser license or certification for a
minimum of five years. He aso agreed that for the same five
year period of time, he will not own or manage a company
which appraises in Utah, nor will he work for a Utah appraiser
as atrainee, unclassified individual earing points for licensure
or certification, clerical support staff, or in any other capac-
ity. #AP01-08-39, and #AP01-08-40.

JARNAGIN, SANDRA L., State-Licensed Appraiser, West
Valley City. Agreed to pay a$1,000 fine and not to apply to
become certified before July 23, 2003 in settlement of
complaints involving errors in two appraisals she performed in
early, 1999 soon after becoming a registered appraiser. Ms.
Jarnagin maintains in nmitigation that her supervising ap-
praiser did not provide her with assistance or training and that
he left her on her own to do the two appraisals in question.
#AP99-03-05, AP99-11-12, and AP20-04-08

JONES, KENNETH F., Salt Lake City. Cease and Desist
Order issued March 25, 2002 prohibiting Mr. Jones from
acting as an appraiser for compensation with respect to Utah
properties unless and until he obtains a new appraiser license
or certification. #AP02-02-01.

OSBURN, FRANKIE L., State-Certified Residential Appraiser,
Salt Lake City. Agreed to pay a $l,000 fine and complete a
USPAP course and a small residential income property course
in settlement of two complaints in which she admitted that her
appraisal reports violated USPAP Standard 1-1A by using
improper methods. One complaint involved use of compa-
rable sales outside of the defined neighborhood boundary,
failing to adjust for location and failing to use closer available
comparables. The other complaint involved use of inconsis-
tent methods. #AP01-08-03, and #AP01-11-27.

PROWELL, KEVIN M., formerly a State-Registered
Appraiser, Draper. Agreed to pay a $2,000 fine and complete
a 2002 USPAP course in settlement of two complaints
involving failure to disclose a pending or prior sale of subject
properties, and a failure to use sales in the same subdivision as
a subject property, among other things. #AP99-11-09, and
AP01-03-27
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USPAP Q & A

This communication by the Appraisal Standards Board
(ASB) does not establish new standards or interpret
existing standards. The ASB USPAP Q&A is issued to
state and territory appraisal regulators to inform all
states and territories of the ASB responses to questions
raised by regulators and individuals; to illustrate the
applicability of the Uniform Sandards of Professional
Appraisal Practice (USPAP) in specific situations, and
to offer advice from the ASB for the resolution of
appraisal issues and problems. The ASB USPAP Q&A
do not constitute a legal opinion of the ASB.

Vol. 4, No. 6 — June 2002

Question 1
| wasrecently askedtoreview anappraisal report and limit my
review toonly theincomeaproachtovalue. Issuchalimitation
addeptable?

Response:
Yes. USPAP does not require the reviewer to review the
entire report. Standards Rule 3-1(b) states, in part:

0) subject of the appraisal review assignment,
(ii)  date of the review,
(iii)  property and ownership interest appraised
(if any) in the work under review,
(iv) date of the work under review and the effect-
ive date of the opinion in the work under re-
view, and
appraiser(s) who completed the work under
review, unless the identity was withheld;

(v)

Comment: The subject of an appraisal review
assignment may be all or part of an appraisal
report, the workfile, or a combination of these.

Question 2:
Can an appraisal, appraisal review, or appraisa consulting
assignment include more than one intended use?

Response:

Y es. USPAPrequiresappraiserstoidentify the“intended use
of the appraiser’s opinions and conclusions.” There is no
prohibition against having morethan oneintended use. How-
ever, when performing an appraisal, appraisal review, or
appraisal consulting assignment with multipleintended uses,

the appraiser must be very careful to clearly identify each of
the intended uses of the report to limit the possibility of
confusion.

Additionally, theapprai ser must comply withall Supplemental
Standards that are applicable to the intended uses. The
apprai ser must a so recogni zethat the scope of work may need
tobeexpandedinorder to providecredibleresultsfor all of the
intended uses.

Question 3:

Theterm "Supervisory Appraiser” is used in many appraisal
reports, particularly residential appraisals. Does USPAP
define Supervisory Appraiser?

Response:

No, USPAP does not define or other-
wise address this term. Supervisory

Appraiser is a term that was intro-

duced by the authors of several
heavily utilizedresidential appraisal
forms.

However, it should benctedthat any
appraiser who signs any part of the
appraisal report must also sign the
certification.

Vol. 4, No. 5 — May 2002

Question #1

USPAP requires appraisers to include a description of the
scope of work in each appraisal report, the detail of which
varies by reporting option. Isthere asimilar requirement for
appraisal review reports?

Response:

Yes. Standards Rule 3-2(c), abinding regirement, statesthat
in every appraisal review report the reviewer must "state the
nature, extent, and detail of the review process under-
taken (i.e. the scope of work) identified in accordance
with Sandards Rule 3-1(c)."

Standards Rule 3-1(c), also a binding requirement, states, in
part:
Indeveloping anappraisal review, thereviewer must:

identify the scope of work to be performed;

continued on page 8
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USPAP Q.& A.

continued from page 7

Comment: A reviewer must take appropriate steps
to identify the precise extent of the review process
to be completed in an assignment. A reviewer must
have sound reasons in support of the scope-of-
work decision, and the resulting opinions and
conclusions developed in the assignment must be
credible and consistent with the intended use of
the review.

In making the scope-of-work decision, the re-
viewer must identify any extraordinary assump-
tions necessary in the assignment. An extra-
ordinary assumption may be used in an appraisal
review assignment only if:

. it is required to properly develop credible
opinions and conclusions;

. the reviewer has a reasonable basis for the
extraordinary assumption;

» use of the extraordinary assumption results in
a credible analysis; and

* thereviewer complies with the disclosure
requirements set forth in SR 3-2(d) for extra-
ordinary assumptions.

The appraisal review must be conducted in the
context of market conditions as of the effective
date of the opinion in the work being reviewed.
Information available to the reviewer that could
not have been available to the appraiser as of or
subseguent to the date of the work being reviewed
must not be used by a reviewer in the devel opment
of an opinion as to the quality of the work under
review.

Question #2

| aman appraiser performing an appraisal, appraisal review, or
an appraisal consulting assignment. | am required by law,
regulation, agreement, or choicetofollow USPAP. Isthisstill
trueif | do not charge afee for my service?

Response:
Y es. Theapplicahility of USPAPisnot affected by theamount
of the fee, or lack of afee.

Question #3

A client asked if | would be willing to reduce the fee for
appraisals in cases when the loan did not close if the client
agreedto pay extrafor other assignments. Wouldthispractice
be ethical?

Response:

No. The Management section of the ETHICS RULE states,

inpart,
It isunethical for an appraiser to accept compen-
sation for performing an assignment when it is
contingent upon:

5. The occurrence of a subsequent event directly
related to the appraiser’s opinions and specific to
the assignment’s purpose.

As with the other related prohibitions in this section of the
ETHICS RULE, such contingencies are not allowed because
they can inspire unethical behavior and erode public trust in
professional appraisal practice

Vol. 4, No. 4 — April 2002

Question#l

For areal property appraisal, | know that USPAP requires an
apprai ser to devel op areconciliation of theapproachestovalue
that are used in an assignment. Does USPAP require the
appraiser toreconcilethedatautilized within each approachto
value?

Response:

Yes. Standards Rule 1-5(c), abinding requirement, states,
In developing a real property appraisal, an
appraiser must:

reconcilethequality and quantity of thedataavailable
and analyzed within the approaches used and the
applicability or suitability of the approaches used.

Question #2
Is the main function of USPAP to protect appraisers?

Response:
No. The first paragraph of the PREAMBLE states:

The purpose of these Standards is to establish re-

quirements for professional appraisal
continued on page 12
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Words from the Chief

by JonR. Brown
Divisionof Real EstateChief Investigator

The Division daily receives many questions. Hereare
two of the most frequently asked.

Question:

Canan appraiser who hasprepared an appraisal report
for alender re-certify thereporttoadifferent lender, or
just doacompletenew report if theborrower wantsto
changelenders?

Answer:

NO. Thefederal and statestandardsgoverning appraiser
conduct (USPAP) statethat an apprai ser may not commu-
nicatetheapprai sal resultsto anyoneother thantheclient
andthepeopl etheclient specifically authorizestoreceive
theresults.

TheURAR A ppraisal Report Formasksfortheclient’s
name. Inmost casestheclientisthelender, notthe
borrower, soaduty of confidentiality isowedtothelender
whosenameisontheAppraisal Report astheclient. Even
if thelender turnedtheborrower down, theappraiseris
not rel eased fromtheconfidentiality owedtothelender.
USPA Pstatesthat timealonedoesn’ t determinewhenthe
relationshipends. Theclientrelationshiplastsuntil the
intended purposeof theassi gnment hasbeen accom-
plished. Therefore, evenif theloanwasdeclined, itwould
still requirealetter of authorizationfromtheclientreleasing
theappraiser todo an appraisal report for anew lender.
But evenwiththat, theapprai ser would not beauthorized
toupdatetheoriginal report. USPAPstatesthat noneof
thepartiesintheoriginal report canchangeif anupdateis

done, sothefirst report needsto betreated asonereport
andtherecordskeptforitinitsreportfile, thesecond
reportisnot part of thefirstreport, andwill requireits
ownfileandrecords. Inshort, itisnot likeafailedreal
estatesale. Anappraisal assignmentiscompletedevenif
theloanisnot made, and theappraiserisrequiredtotreat
itasany other compl eted assi gnment.

Question:
Canamortgagecompany with-
hold payment totheappraiserif
thevaluehopedfor by the
lender, buyer, or sellerisnot
met?

Answer: '
NO! Oneof theten prohibited actsinthe Utah Residen-
tial MortgagePracticesActisthat alender or broker will
not attempt toinducean appraiser toreachavalue.
Therearemany waystoinduce, nonemorepowerful than
towithholdtheappraiser’ sfee. Therefore, toavoida
complaint against alender, mortgagecompaniesshould
not withholdfeesbecausethevaluereached by the
appraiser isnot highenoughto makethedeal close. The
appraiserisnot allowedto accept anassignment that calls
for apredeterminedopinionor conclusion. Eventhe
threat of removingtheapprai ser fromanapprovedlist or
withholdingfutureass gnmentscould beconstruedasan
attempttoinduce. Mortgagecompaniesshouldavoidthis
practice, and apprai serswoulddowell toavoidthe
mortgagecompaniesthat practicethisway.

appreciatethat!

Two Board Members Retiring

TheDivisionof Real Estateowesahuge THANK Y OU to Jerry Webber and Tom Anderson. Their termsof
serviceontheAppraiser Licensing and Certification Boardexpired asof July 1, 2002. They haveserved|ong,
well, andfaithfully, andtheir influencewill bemissed. Whenaskedfor comments, Jerry saidthatintheseven
yearshe'sbeenwithus, licensingandinvestigationwork havebothimprovedtremendoudly. Thanks, Jerry, we
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Meet the Two New Board Members . . .

The Utah Real Estate Appraiser Licensing and Certification Board welcomes two new members. They are J. Philip Cook

and Jennifer Szczypkowski.

J.Philip Cook

J. PhilipCook, MAI, CRE,is
President and owner of J. Philip
Cook and Associates, Inc. The
firmspecidizesincommercid
real estateappraisal and
consultingass gnmentsthrough-
outthel ntermountainRegion.
Mr. Cook has22 yearsfull-
timecommercid real estate
gppraisngandconsulting
experience. Heearned B.S. and
M.B.A. degreesfromtheUniversity of Utahand holds
Generd Certified Apprai ser statusinUtah, |daho, Wyo-
mingandMontana. Heteachesappraisal andethics
coursesfortheAppraisal Instituteandisaformer assistant
professor adjunctintheDavid EcclesSchool of Business
attheU. of U. Mr. Cook hasserved in elected officeand
board appointmentsfor national, regiona and stateprofes-
sional organizations. Hisreal estateexperiencecoversall
commercia markets, special useandrecreati onal proper-
ties, eminent domainand expert testimony. Mr. Cook has
servedfor anumber of yearsontheDivision'sA pprai ser
Technica Advisory Panel

Jennifer Szczypkowski

Jennifer Szczypkowski isa
StateLicensed Appraiser for
the State of Utah. From 1997
t01999, Jennifer worked
independently asan apprai ser.
Her speciaty wasappraising
SingleFamily, Multi-Family
andVacant Land properties.
Currently, Jenniferisthe

Manager of theSalt L ake City,
Utah, and Hatboro, Pennsylva-
niaAppraisal Departmentsfor FairbanksCapital Corp.
Shemanagesan operationsteam of Eval uation Specialists,
plansand establisheswork assi gnmentsand work meth-
ods, staffsandtrainsempl oyees, conductsduediligence
onnew acquisitions, and planstheappraisal reviewsfor
theacquired portfolioandvalueof real estateinterests.
Shealsoanalysesdataintegrity for thegroupandhas

hel pedreview investments. Jennifer’sfocushasbeento
mai ntai nsuccessful, efficientand profitableoperation of
each property, aswell astomaintain productiverel ation-
shipswithclientsandthereal estatebrokeragecommu-
nity. Jennifer looksforwardtoservingonthisboard.

APPRAISERS

We invite you to submit articles for consider-
ation for publication in this newsletter. Articles
should address issues of interest to the appraisal
industry.

We will review the information submitted and, if
appropriate, publish the article in a future edition
of the Appraiser Review. All articles are subject to
editing for length and content. Submitted articles
cannot be returned.

Submit articles to:

Mark Fagergren

Utah Division of Real Estate
Box 146711

Salt Lake City UT 84114-6711

s N
You Must Notify the Division

--in Writing -- é

Within 10 Days of:

* a change of personal address

 a change of business address

 a change of name

» achange of personal telephone number
» achange of business telephone number
* a conviction of a criminal offense

» a filing of bankruptcy
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Changing Requirements For USPAP

continued from page 3

the 7-hour National USPAP Update Course (no exam required),
or any 15-hour USPAP course, and corresponding successful
completion of exam.

01/01/2003 New Licensed/Certified appraisers:

The 15-hour National USPAP Course and passing the exam.

Renewal of Existing Licensed/Certified appraisers:
Allappraisersin their third renewal period (5" and 6" year since the
last USPAP class), may take either the 15-hour National USPAP
Course, the 7-hour National USPAP Update Course (no exam
required), or, any 15-hour USPAP course; and corresponding
successful completion of exam.

01/01/2004 New Licensed/Certified appraisers:

The 15-hour National USPAP Course and passing exam.

Renewal of Existing Licensed/Certified appraisers:
The 7-hour National USPAP Update Course (AQB will likely
require an exam by then).

*Only approved AQB certified instructors may teach this new course. The
list of approved instructors may be viewed by going to the Division web site
(www.commerce.utah.gov/dre) and then linking to the Appraisal Foundation link—
It's under “Headlines” on their home page.)

USPAP and Utah Law

Itisimportant for all appraiserstostay current with USPAP. Thecurrent editionof USPAP
(along with Advisory Opinions and Statements) is always available from the Appraisal
Foundation. Their phonenumberis: (202) 347-7722,
and their address is: The Appraisal Foundation

1029 Vermont AveN.W. Ste900

Washington, DC20005-3517

or you may wish to go to their website: www.appraisalfoundation.org.

[}

TheDivision of Real Estate printed several copieswhich areavail-
ableinour officesat 160 E 300 South, Salt LakeCity UT 84111. The
cost is$6.50isyou pick themup, or $8.50if wemail them.

Itisalsoimportant to stay current with Utah Statute and Administrative Rules. Y ou may
link to them through our websiteat: www.commer ce.utah.gov/dre. That will takeyouto
the home page of the Division of Real Estate. When you get there select “ About Us,” and
then “Administrative Rules.” Or you may purchase copiesfrom the Division.
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HUD to Clamp
Down on

HUD saysit intends to
propose new standardsthat |
1

5%
3

will hold appraisers account-
able for their performance,
maintaining that “faulty appraisals
too often lead to default and fore-
closure.”

The new initiative, called Appraiser
Watch, is due to be published soon
in the Federal Register. Once
Implemented, the standards will
cover some 25,000 individuals who
conduct appraisals on Federd
Housing Administration-insured
single-family homes.

A HUD statement said, “Faulty
appraisals, whether intentional or
not, contribute to the inability of
home buyers to make monthly
mortgage payments and to the
instability of neighborhoods. The
measure is part of the
Administration’s commitment to
protect unsuspecting victims, who
are often first-time home buyers
and minorities.”

Under the proposal, FHA will
monitor appraisers default and
claim rates and will levy sanctions
— including removal from its list of
approved appraisers — against those
whose rates are excessive.

Printed by permission from ALQ RE Intelli-
gence Report , www.reintel.com, 7/22/02

USPAP Q.& A.

. continued from page 8

practice,which includes appraisal, appraisal review, and appraisal
consulting, as defined. The intent of these Standards is to promote
and maintain a high level of public trust in professional appraisal
practice.

' Although the main purpose is not to protect appraisers, appraisers do receive

significant benefitsand protectionfrom USPAP. 1t establishesrequirementsfor

=0 impartiality, independence, objectivity, and competent performance. Becauseof

these standards, appraisers who comply with USPAP are viewed as unbiased
professionals whose work iswaorthy of public trust.

Question #3:

USPAP requires appraisers to report the scope of work undertaken in each
appraisal assignment. Thedetail required variesby reporting option. Istherea
similar requirement for an Appraisal Review assignment?

Response:

Y es. Standards Rule3-2(c), a binding requirement, states;
In reporting the results of an appraisal review, the
reviewer must:

state the nature, extent, and detail of the review process
undertaken (i.e., the scope of work) identified in accordance
with Standards Rule 3-1(c);

Vol. 4, No. 3 — March 2002

Question #1
| have been taught that USPAP prohibits al contingent compensation. Isthis
true?

Response:
No. USPAP does not prohibit all forms of contingent compensation.

USPA P prohibitscompensati onthat i scontingent (or dependent) onanunethical
act, or actsthat would encourage unethical behavior. All feesare contingent on
sometypeof act, such ascompleting theassignment. Only unethical contingen-
ciesare prohibited.

The Conduct section of the ETHICS RULE state, in part:

In appraisal practice, an appraiser must not perform as an advo-
cate for any part or issue . .

An appraiser must not accept an assignment that includes the
reporting of predetermined opinions and conclusions.
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The Management section states, in part:

It is unethical for an appraiser to accept compen-

sation for performing an assignment when it is

contingent upon:

1. the reporting of a predetermined results(e.g.,
opinion of value);

2. adirection in assignment results that favors
the cause of the client:

3. the amount of a value opinion;

4. the attainment of a stipulated result; or

5. the occurrence of a subsequent event directly
related to the appraiser’s opinions and spe-
cific to the assignment purpose.

Question #2

STATEMENT 8, dealing with the el ectroni ¢ transmission of
reports, has been retired. Can reports till be stored in
electronic format?

Response:

Y es, reportsmay still bestoredinelectronicformat. STATE-
MENT 8 dealt with transmission, not with record storage.
Hence, the retirement of SMT-8 does not affect record
keeping requirements.

(Also, note that the retirement of SMT-8 does not indicate
that electronic transmission of reportsisno longer alowed.)

Question#3:

| recently accepted an appraisal assignment for a property
that had an easement granted in perpetuity. The property
owner wastheclient. Shedidnot haveacopy of theeasement
and stated that it had never been recorded. What are my
devel opment and reporting obligations under USPAP?

Response:

First, you should do what research is possible to see if the
easement was recorded and reflect the facts you discover in
your analysis. If you cannot confirm the facts, you may use
an Extraordinary Assumptioninyour anlysis. Theparticulars
of the Extraordinary Assumption, and its impact on value,
must be clearly disclosed.

Thedefinition of an Extraordinary Assumptionis:
an assumption, directly related to a specific

assignment, which, if found to be false, could
alter the appraiser's opinions or conclusions.

Comment: Extraordinary assumptions presume
as fact otherwise uncertain information about
phy-sical,legal, or economic characteristics of the
subject property; or about conditions external to
the property, such as market conditions or trends;
or about the integrity of data used in the analysis.

Standards Rule 2-1(c) states, in part:
Each written or oral real property appraisal re
port must:
(c) clearly and accurately disclose any extraor
dinary assumption, hypothetical condition, or
limited condition that directly affects the appraisal
and indicate its impact on value.

The Comment to this Standards Rule states, in part:

In a written report the disclosure is required in
conjunction with statements of each opinion or
conclusion that is affected.

(All bold added for emphasis)

(7 N\
LICENSING STATISTICS

2000 RA LA CR CG TOTAL
June 974 16 485 328 1803
July 947 15 492 327 1781
August 894 17 489 327 1727
September 859 17 490 324 1690
October 826 18 490 321 1655
November 805 18 488 324 1635
December 785 19 492 330 1626
2001

January 751 19 492 330 1592
February 692 22 498 340 1552
March 649 26 499 340 1514
April 593 38 517 345 1493
May 493 46 541 351 1431
June 0 56 571 355 982
July 0 64 580 355 999
August 0 72 561 337 970
September o 77 562 337 976
October 0 80 561 335 976
November 0 84 563 340 987
December 0 82 565 341 988
2002

January 0 83 566 340 989
February 0 86 569 340 995
March 0 86 569 340 995
April 0 86 574 340 1000
May 0 87 579 336 1002
June 0 87 579 335 1001
July 0 86 582 337 1005
August 0 86 580 336 1002
September 0 85 580 340 1005
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Utah Division of Real Estate
Caravan 2002

Free CE coming to a town near you!!

Meetfour of the Division of Real Estate’s leaders! The
Division Director, Education & Licensing Director,
Lead Investigator,and Trust Account Auditor are
planningfourstopsthroughoutthe state toteachandto
answer your questions. Atotal of 5hoursofcontinuing
education creditmay beearned- AT NO COST TO
YOU! Pre-registrationisrequiredinordertoreceive
CEcredit.

Pleasesendyour registrationtothe Divisionearly to
reserveyour seat. Include your name, license number,
address, phone number, e-mailaddress,and the date/
cityyouwouldlike toattend. Youmayattendboth
sessionsor justone (seeschedule below) - please
indicateyour preference withyour registration. Youwill
receiveaconfirmationofyour registrationfromthe
Division.

Friday, November 1,2002-Logan (Comfort Inn)*
9:00a.m.-12Noon  TrustAccountSeminar
1:00 p.m.-3:00 p.m.  DivisionInstruction/Q&A

Tuesday, November5,2002-Richfield (Budget Host/
KnightsInn)*

9:00a.m. - 12 Noon
1:00 p.m. - 3:00 p.m.

Trust AccountSeminar
Division Instruction/Q&A

Wednesday, November 6,2002- Cedar City (Willow
GlenInn)*

10:00a.m. - 12 Noon DivisionInstruction/Q&A

1:00 p.m.-4:00 p.m. TrustAccountSeminar

Thursday, November7,2002 - Price (College of Eastern
Utah, AlumniRoom)*

10:00 a.m. - 12 Noon  DivisionInstruction/Q&A

1:00 p.m.-4:00 p.m. TrustAccountSeminar

*Please note: The specificlocations (withineach city)
arestill tentative. Pleasedo notcontact the hotels
directlyforconference information.

Privacy of Information

Atthe Division of Real Estate weregularly receive
requestsfor listsofappraisers. These requestsare usually
forinformationaboutappraiser'sbusinessand/or resi-
denceaddressesand/or telephone numbers. Thepolicy
ofthe Divisionisnottoreveal personal (residence)
addressesand telephone numbersunless theyARE the
businessaddressand phone number because business
addressesand telephonenumbersare publicinformation.

Formanyappraisers, theonly datathe Divisionhasisthe
residence information. Allnewand renewal applications
includearequestforinformationonBOTH residence
AND business. BOTH areasmustbe completed. Ifyou
indicate thatyour businessaddressand/or telephone
informationare the sameasyour residenceTHIS INFOR-
MATION WILL BE MADE AVAILABLE TO THE
GENERAL PUBLIC.

If, before your next license renewal, youneed toinclude or
changeyour residence or businessinformation, please
submitasigned and dated letter, fax: (801) 530-6749, or
email:realestate@utah.gov, withtheappropriate infor-
mation. Inorder to make these changes toour licensing
system,we musthave such requestsinwriting.

[ N\

“Be not angry
that you cannot
make others
as you wish them to be,
since you cannot
make yourself

as you wish to be.”

Thomas A. Kampis
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Press Release

TheUtahManufactured Housi ng A ssociation (UM HA) hasannounced anew serviceavailabletolicensed appraiserswithin
theStateof Utah. AccordingtoBill Johnsonof Vernal, VicePresident of the Association, adatabase of salesinformation
will now becompiledthroughareporting systemdirectto UMHA fromtheselling Dealers.

Asof April 30" of thisyear, FannieM aestiffened their manufactured homeapprai sal requirementstorequirethat at

| east two comparabl esal esbeother manufactured homes. A pprai sershaveindicated tothe Associ ation that most new
salesoriginatethrough M anufactured Home Deal ersand thisinformation hasbeendifficultif notimpossiblefor themto
obtain. Johnson statesthat withthisnew service, uptodatesalesdatawill now beavail ablefromonesource, statewide.
“1 d soforesee Freddie M ac and other secondary market purchaserstofollow suitinthenear future, makingthisservice
evenmoreval uablefor theappraiser,” Johnsonsaid.

Thenew serviceisavailabletoall residential apprai sersthatincludeManufactured Homesintheir businessfor a$75.00
annual subscriptionfeeto cover thepaperwork. Anyonedesiringtosubscribe
or obtainingmoreinformation, pleasecontact Bill Johnsonat
(435) 789-0520 or

email at:bjj@easilink.com.

Utah Manufactured Housing Association




